7: aa a : 3 10% 00" 
eon MS / ‘ 10 a 


DONOHUE BROTHERS LIMITED 
ANNUAL REPORT 


i pie 9 
se 


40) OURDAGES ARAGO | 
Se DxGo Apilline/ 


oS d oes ice RIER, 


domeasg° 


CRs GS 


: Charles IK. 


Oo? 


I ackrontiere 


THE COVER 


We have used as our cover design a map of part 
of the Province of Quebec where are shown, in 
green, the Company’s timber limits on both 
shores of the St. Lawrence. The limits extend 
over an area of approximately 1,300 square miles. 


The mill at Clermont is identified on the map. 
It is located near the mouth of the Murray 
River, a short distance from the Pointe-au-Pic 
wharf. 
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REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS 


Your Directors submit herewith the Seventeenth Annual Report 
of the Company andits subsidiary, Donohue Brothers Sales Corporation, 
consisting of a review of its activities as well as the Consolidated 
Financial Statements and Report of its Auditors for the year ended 
December 31, 1962. 


PRODUCTION AND SHIPMENTS 

Production capacity at the Company’s mill continued to rise in 1962. 
During the year the mill functioned at near capacity level, producing 109,165 
tons of newsprint, while shipments amounted to 106,677 tons compared to 
103,600 tons in 1961. 


EARNINGS 

Net earnings of the Company, after depreciation and bond interest, 
but before taxes, amounted to $3,070,378 compared with $2,367,038 in 1961. 
After provision for income taxes net earnings amounted to $1,445,630, or 
$2.41 per share compared with $1,165,691 or $1.94 per share in 1961. These 
improved earnings result from a slight increase in shipments and are due in 
a large measure to the favourable rate of exchange on the American dollar 
which accounted for a gain before taxes of $715,246 in 1962 compared to 
$202,532 in 1961. 


DIVIDENDS 

Effective September 1, 1962, the quarterly dividend rate was raised 
from $0.22% to $0.25 per share, making the annual rate $1.00 per share. 
A total amount of $0.95 was paid in 1962. 


IMPROVEMENTS AND MAINTENANCE 

During 1962, $640,864 was spent for capital improvements in both 
the mill and the woods divisions. This permitted a still better control of the 
quality of products and of operational costs and also served to further in- 


crease production capacity. 


Construction of a new storage shed on the Pointe-au-Pic wharf to provide 
facilities for the increased volume of water shipments was undertaken by the 
Company in 1962 and this shed is now in use. Installation of the equipment 
required for bark burning operations was started in November. This project, 
the cost of which is estimated at $200,000, will enable the Company, when 
wood barking operations are resumed in the spring, to dispose of the bark in 
accordance with the rules and regulations laid down by the Quebec Water 


Purification Board. 


During the year, an amount of $562,270 was spent on repairs and replace- 
ments in order to maintain the mill and other properties of the Company 


in good order. 


FORESTRY OPERATIONS 


As in the past, the pulpwood used in the manufacture of newsprint was 
obtained principally from the Company’s timber limits. A substantial quantity 
was obtained from farmers in Charlevoix county, as well as from Cooperatives 


who have been granted cutting permits on the Company’s timber limits. 


FINANCE 


During the year, long term debt was reduced through maturities and 
sinking fund payments by $575,700. On December 31, 1962, long term debt 
amounted to $4,872,100. Working capital amounted to $6,374,179, an increase 
for the year of $239,267. This increase is explained on page 5 of this report. 


EMPLOYEES 


In 1962, $3,859,929 was paid by the Company in salaries and wages 
and in various benefits to the mill and forestry employees of the Company. 
Life insurance in force on December 31, 1962, for the protection of employees, 
amounted to $5,458,750 and the assets of the Company’s pension fund 
amounted to $1,585,620. 


Collective labour agreements for mill, office and forestry employees are 


renewable in 1963. 
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Following reduction of mill operations as a result of the newspaper 
strikes in New York and Cleveland a number of Company employees have 


been deprived of work temporarily. 


OUTLOOK 


It had been anticipated that newsprint shipments from Canada to the 
United States would show an increase for 1963. In view of the strikes in New 
York and Cleveland and the resulting lower demand for newsprint, no such 
increase is now anticipated. The same condition applies to the Company, 
mill operations having been reduced since the beginning of the year from a six 
to a five day work week. It is proposed to revert to a six day operation after 
the strike is settled. 


On behalf of the Board, 
MARK DONOHUE 


President. 


Quebec, March 8, 1963. 


WORKING CAPITAL page 5 


The working capital at December 31, 1962 amounted to $6,374,179 as 
compared with $6,134,912 at December 31, 1961. This increase of $239,267 
is explained as follows: 


Source of Funds: 


NetieathineS 4 ie i eee os ok wk te ae, 1,445,630 
PC DEECIAUION a awe eee ea Sok Dee es 601,707 
EDO LOCO eyes tae te Eh oahu eI 168,023 
Decrease in prepaid expenses and deferred 
SHES CSRS NAM 55 & ca Dinclsiran AAR erie es Minoan’ 7,550 $2,222,910 


Application of Funds: 


Reduction of long term debt................. $ 575,700 
IBY ipte ls (ve Cee ce ys Once a emer te eee 570,000 
Cost of additions to fixed assets...... $640,864 
Less: payments out of funds set aside 
for Chis. purpose 4 icc lig. oes 5 206,027 434,837 
Funds set aside towards cost of capital improve- 
Ments to be completed in 1963.0 e. 3 oe. 378,000 
Adjustment of provision for income taxes of 
Die VaOUSsVCAtS i. eee ate ie dl ee oe 25,106 1,983,643 
ECLCASE I WW OLKing Capital ay cis, cosa na oe be eee $ 239,267 


Current assets at December 31, 1962 amounted to 3.9 times current 
liabilities. 


DONOHUE BROTHERS LIMITED 
AND SUBSIDIARY COMPANY 
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CONSOLIDATED BALANCE 


ASSETS 
CURRENT ASSETS: 


Government bonds and short term investments (market 
value $2,488,364))(see note 3).0u.-.- ee eee 


Accountsireceivablesaicc. ee ee 


Inventories: 


Pulpwood, raw materials, operating supplies, finished 
products and advances on wood operations, as de- 
termined and certified by officers of the Company 
and: priced at not, more-than cost... 0 46 ee 


TOTAL CURRENT ASSETS. 3:2... ae 


OTHER ASSETS: 


Deposits and short term investments to cover cost of 
property, additions2)- asker cee ee ee oe ee 


Prepaid*expenses’and deferred chargess>2, 1a%e oe 


FIXED ASSETS: 
Real estate, mills, machinery and equipment, at cost. . 


Accumulated depreciation (see note 2)............... 


amber limits, less-depletion.... 2... 4:4 en ee 


Approved on behalf of the Board: 


MARK DONOHUE \ Directors. 
J. N. COLE 


1962 


$ 1,880,620 


2,442,635 
958,600 


3,263,097 


$ 8,544,952 


$ 400,157 
140,090 


$12,251,401 
7,603,576 


$ 4,647,825 
3,587,290 


$17,320,314 


SHEE 


(with comparative figt 


1961 


$ 1,672,766 


2,123,567 
1,097,883 


2,713,847 


$ 228,184 
147,640 


$11,635,063 
7,025,695 


$ 4,609,368 
3,754,613 


$16,349,868 


AT DECEMBER 31, 
December 31,. 1961) 


1962 


LIABILITIES 


CURRENT LIABILITIES: 
Accounts payable and accrued liabilities.............. 
BNCOMeECOZES DAVADIC?S. «oo saa ti¥ pas anrdalna a BOGS A ee 


Serial bonds, sinking fund requirements, notes and 
instalments payable within one year, less specific 
GEDOSILS TOP THIS DULDOSC seat ita at Sov ees cies 


TOTAL CURRENT LIABILITIES........ 


LONG TERM DEBT: 


First Mortgage Bonds: 
PuleOraze eh Ne ke eA en et ee ee 


CES UTI, 0 wo a acter ke Shae ie ee Pee PORNO URE 2 
(For details, see note 1) 


Unsecured Notes: 
5%%, to mature December 1, 1963-68............. 


Balance due on purchase price of timber limits — secured: 
ee 5-6 rer ee be ie eee re ice Bs Oe 


Less: Serial bonds, sinking fund requirements, notes 
and instalments payable within one year........ 


SHAREHOLDERS’ EQUITY: 


CAPITAL STOCK: 


Authorized: 900,000 shares of the par 


Vale Ot aos CAC ok old te Pa eA $3,000,000 


Issued and outstanding: 600,000 shares........... 
154 SW Bat HOW BPW OY Ta Ba fo a 


1962 


$ 976,773 
920,560 


273,440 


>. 2,170,773 


$ 4,042,000 


600,000 


230,100 


$ 4,872,100 


575,700 
$ 4,296,400 


$ 2,000,000 
8,853,141 


$10,853,141 


$17,320,314 


1961 


$ 780,052 
421,659 


273,440 


$ 1,475,151 


$ 4,441,000 


700,000 


306,800 
$ 5,447,800 


575,700 
$ 4,872,100 


$ 2,000,000 
8,002,617 


$10,002,617 


$16,349,868 


DONOHUE BRIO THEIRS iSMilsise.D 

AND SUBSIDIARY COMPANY 
NOTES TO 
CONSOLIDATED 
FINANCIAL STATEMENTS 

paée 8 for the year ended December 31, 1962 


NOTE 1 — OUTSTANDING FIRST MORTGAGE BONDS: 


1962 1961 

Series ‘‘A’”’: 
5% Sinking fund bonds to mature February 15, 1967, $ 680,000 $ 815,000 
Series ‘“‘B”’: 
4% % Sinking fund bonds to mature February 15, 

1967, payabieun-U:S; funds.97 5.0) a ee 500,000 600,000 
Series ‘“‘C’’: 
4% Serial bonds to mature 1963-65............... 120,000 160,000 
4% Sinking fund bonds to mature August 15, 1975... 770,000 795,000 
Series ‘‘D”’: 
5% Sinking fund bonds to mature December 1, 1976, 

payable-invU-S. funds... 55....5.. 6h ee 1,240,000 1,305,000 
Series “E”’: 
6% Sinking fund bonds to mature February 15, 1977, 

DayablenneW:S. funds. os 5 ee oe ee 732,000 766,000 
LOCAL Fteke ® tected, Bh. one % Oe ae. Ae OAs Pe ee $4,042,000 $4,441,000 


NOTE 2 — FIXED ASSETS: 


The fixed assets of the Company, other than timber limits, were valued by 
Stone & Webster Canada Limited as at July 31, 1962; according to their 
valuation, the estimated depreciated replacement cost was then $16,888,846. 
By adding to this figure the net cost of fixed assets acquired since that date of 
$248,420, the total estimated value as at December 31, 1962 is then $17,137,266 
whereas the depreciated book value is $4,647,825. 


NOTE 3 — INVESTMENTS HELD BY TRUSTEE: 

Bonds and short term investments include an amount of $970,254 held by 
trustee, in accordance with the provisions of the trust deed, pending the 
filing of the required certificates covering capital additions made to properties. 
The unexpended balance of funds appropriated to complete these additions 
are set aside and shown as “‘other assets’’. 


NOTE 4 — COMMITMENTS AND CONTIGENCIES: 


To assist its employees in the acquisition of dwellings, the Company has 
guaranteed mortgage loans for a total amount of $96,700. 


DONOHUE BROTHERS LIMITED 
AND SUBSIDIARY COMPANY 
CONSOLIDATED STATEMENTS 
OF EARNINGS AND 
RETAINED EARNINGS 


for the year ended December 31, 1962 


(with comparative figures for the previous year) page 9 


CONSOLIDATED STATEMENT OF EARNINGS 


1962 1961 
Earnings for the year, before taking into account the 
FLEINS SHOWN DElIOW ee oes ke $3,926,817 $3,232,634 
Deduct: 
MICErESt< Ol ION? Cer Ce Dt. mms eae a 8 Ss Gos te 254,732 282,687 
$3,672,085 $2,949,947 
EET CIA UION ees See he er tote ie he yo eda oh oe 601,707 582,909 
$3,070,378 $2,367,038 
Provision: 1oruncome: taxes: ¢2e).< fe. 8: 2 85s ae. 1,624,748 1,201,347 
Net earnings for the year.................... $1,445,630 $1,165,691 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Balance-at beginning of year. ......... 4. s..+4.,-2 398,002,617 $7,170,944 
Add: 
er calminigs (Or the years. 267. oe.. 6 Meo Te ces 1,445,630 1,165,691 
Reduction of income taxes for 1961 as a result of 
the acceptance for registration of the special 
pension fund plan by the Department of National 
1 SRS UE i 2s (ie ae a le ee 205,982 
$9,448,247 $8,542,617 
Deduct: oa: 
Adjustment of provision for income taxes for previous 
ORES oer cs Wem oh Pe oye Re a 6! en cr gaara $ 25,106 
VALENS AIG. wi tee as th oe ee oe Sh ER se 570,000 $ 540,000 
$ 595,106 $ 540,000 
Balance at end of year........................ $8,853,141 $8,002,617 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Donohue Brothers Limited and its subsidiary 
Company as at December 31, 1962 and the related consolidated statements of earnings and retained 
earnings forthe year ended on that date, and we have obtained all the information and explanations 
which we required. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statements 
of earnings and retained earnings, supplemented by appended notes, are properly drawn up so as to 
exhibit a true and correct view of the state of the combined affairs of Donohue Brothers Limited and its 
subsidiary Company as at December 31, 1962 and the results of their operations for the year ended on 
that date, according to the best of our information and the explanations given to us and as shown by 
the books of the Companies. 

SAMSON, BELAIR, COTE, LACROIX 
ET ASSOCIES, 
Chartered Accountants. 
QUEBEC, March 4, 1963. 
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STATISTIQUES POUR LES ANNE ES 1953-1962 


Profit avant Provision 
Production dépréciation Provision pour Gain  Dividende 

ae cc) depreciation ie eevend get BS” Sexeaaeh action 
1953 73,510 1,765,063 350,895 696,949 717,219 1.20 0.60 
1954 78,384 1,900,898 337,209 772,099 791,590 1.32 0.70 
1955 83,310 1,965,174 312,177 780,624 872,373 1.45 0.72 
1956 87,427 2,068,929 288,954 839,260 940,715 1.57 0.75 
1957 82,440 1,880,412 254,998 752,694 872,720 1.45 0.75 
1958 87,788 2,018,625 375,803 757,469 885,353 1.47 0.75 
1959 100,402 2,353,058 486,931 925,216 940,911 1.57 0.75 
1960 102,500 2,737,235 554,066 ‘1,115,270 1,067,899 1.78 0.90 
1961 103,815 2,949,947 582,909 ‘1,201,347 1,165,691 1.94 0.90 
1962 109,165 3,672,085 601,707 ‘1,624,748 1,445,630 2.41 —0.95 


*Le gain par action et le dividende sont basés sur le capital-actions actuel de 600,000 actions. 
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